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[bookmark: _Hlk35266137]                                   1.0   INTRODUCTION

 The coming report is ‘An Analysis into the problem’ at ASDA has been requested at 01/03/2020 by the CEO of ASDA to be completed by 20/03/2020 written by Ionela Valentina Lazar Finance Officer of ASDA.
  The following report discusses the problems that ASDA faces by using analytical tools such as SWOT and PESTLE, to find solutions for improvements, conclusions and options, to find an action plan that allows for easy communication, monitoring and reviewing solutions.
 Challenges like high competition of supermarkets chains, a large variety of brands, cheaper products are giving ASDA a lot of problems especially in areas where people are working with the minimum wages.
The pressure put on the retail for cutting the costs affects the employee directly, ASDA decision to cut down 2,832 jobs can degenerate a massive impact to customer service.
  In order to complete the report, there will be used information’s from books, journals and websites.



                     2.0 FINDINGS

   2.1 HISTORY OF ASDA
 The Asquith family (W.R. Asquith) ran a butcher shop in Knottingely, West Yorkshire, which eventually expanded to seven stores. The two sons of W.R. Asquith, Peter and Fred, were actively involved in the family business and were to become co-founders of ASDA.
 At the same time during the 1920s, a group of enterprising West Riding dairy farmers joined forces under the banner of Hindell’s Dairy Farmers Ltd. These included the Stockdale family (A. Stockdale).
 In 1949 a new public company was formed by Associated Dairies & Farm Stores Ltd, with Arthur Stockdale as Managing Director.
 In the 1950s and early 1960s, Associated Dairies expanded the number of pork butchers (under the Farm Stores fascia) and created the Craven Dairies brand for cakes and coffee shops. Arthur Stockdale's son Noel (later to become Sir Noel Stockdale) met and concluded an immediate relationship with the Asquith brothers. He continued to become the other co-founder of future Asda, in a meeting that would change the way we buy forever.
  In 1965, Peter Asquith built his first new supermarket from scratch, near a large parking lot, knowing that cars would change the way people buy. During this time, Peter Asquith was also looking for a company to take over the butcher shop in the store, so he got in touch with Noel Stockdale at the Associated Dairies. It was the beginning of a fantastic retail partnership.
On the 3rd May 1965, Asda was born.
ASquith + DAiries = the birth of ASDA
  1984- John Hardman was named CEO and embarked on a new strategy to develop new "Asda" products, commission a new look for stores, and create centralized distribution centres.
 1989-George Davies was asked to produce a range of clothes for Asda - high quality, high value and self-identity. The partnership and pioneering brand George at Asda were born it will eventually become one of the leading clothing brands in the UK.
 2000-Asda entered the new millennium in immense peace and enjoyed renewed growth, with new business areas added, new brands introduced and the opening of new stores. Asda also launched the grocery shopping business, with the launch of the non-food online business afterwards.
[bookmark: _Hlk35269403]  Over the next few years, ASDA continued to grow and bag rewards (corporateasda.com,2020).
Asda is the 3rd largest supermarket chain in the UK with 16.8% of the food market. Which offers food, drink, clothing and general merchandise. It also offers a range of financial services, sold both in supermarkets and online throughout the UK. 
 In 2010 ASDA has presented new scopes of its own brands, for example, George and 'Chosen by You' considering the developing interest for private marks.
In 2020 ASDA is making few changes to the community programme so it can offer opportunities and give more support at a local level that builds stronger communities. The mission is to try and transform every ASDA store into a local hub that builds connected communities and tackles issue that matter the most to the people within them. The ASDA Foundation grant giving programme will is now focused on supporting even more small, local activities and groups that directly involve the customers and strengthen local communities.
The incredible work of larger charities is invaluable and ASDA will continue to work with the nominated national charity partners – Fareshare, Trussel Trust, BBC Children in Need, our Tickled Breast Cancer Partners – and we have a whole host of activities planned with them throughout the year, and not forgetting our on-going support for the Poppy Appeal in November.

               2.2 PROBLEMS THAT ASDA IS FACING
   The nature, scope and impact at Asda are covering all the sectors such as products, distribution, profit, customer service.
The nature -ASDA believes in cost leadership but cutting cost puts so much pressure on the retailer that it is planning to cut down 2,832 jobs and for the ones to stay sets up a new flexible contract that cuts paid breaks. In this case study the pressure faced by ASDA due to cost cutting leads to major problems on human resource strategy.
  Scope -For retail chains such as ASDA, there are three main motivations underlying the decision to reduce the workforce: economic, financial and strategic. The economic motivations are supported by cost logic. The economic arguments of retail chains during staff reductions focus mainly on the question of productivity. Traditionally, two main factors have been used: labor and capital. The work factor designates all the elements associated with the workforce used to produce goods and / or services. The capital factor, in the meantime, groups the costs relating to the use of capital goods. Non-optimal use of these factors of production can lead companies to announce workforce reductions in order to achieve "workers savings". This economy can be achieved by the introduction of new technologies, a new organization of the productive system or an improvement in know-how.
 Impact-Many situations can generate a non-optimal use of the factors of production, and the labor factor. First, in times of economic recession, falling demand can lead to lower production and force companies to adjust the number of factors consumed. This can translate into downsizing. Likewise, under the principle of substitution, when one factor is more costly than another, managers may be encouraged to increase the amount of the least costly factor at the expense of the other. Since the cost of labor is high, managers can therefore decide to increase the use of the capital factor, by automating production, thereby reducing the number of employees required for production. In addition, a learning effect can also decrease the quantity of factors necessary for production.
 In general, the capitalist system is part of an "industrial mutation process" which constantly revolutionizes the economic structure, by continuously destroying its old elements and by continuously creating new ones. It is this phenomenon that is the process of Creative Destruction.  Therefore, innovative companies compete with old companies which cause a decrease in the production of the latter (destruction) which can result in staff reductions which is ASDA’s case. On the contrary, innovative companies record an increase in their production which can lead to job creations.
The desire to increase the performance of the company may be a result of pressure coming from the high competition but by downsizing and changing employees’ contract, ASDA also generates chaos to customers. If there is not enough staff the customers can notice that, and they will prefer to go to a shop where the employee is treated with respect.
   Beyond improving economic performance and shareholder satisfaction, there are also strategic elements that can encourage companies to downsize. These include fighting international competition (Bowman and Singh, 2003). Downsizing can also be part of the desire to remain competitive, or even the market leader. Finally, the implementation of activity refocusing strategies can also lead to workforce reductions (Johnson, 2006).
  When the motivations of downsizing are strategic, the reductions in staff are generally the consequence of a more general restructuring operation. Bowman and Singh (2003) define restructuring as a set of transactions, including divestitures or acquisitions, changes in the capital structure as well as changes in the internal organization. In this perspective, restructuring is carried out through various measures and is part of the desire of companies to continuously adapt to the macroeconomic environment. As such, Ranganathan et al. (2007) distinguish tactical workforce reductions, carried out alone with a view to reducing costs, from strategic workforce reductions, which are part of an overall restructuring plan and of long-term strategic considerations.
 Numerous studies have looked at the influence of downsizing on the future economic performance of companies. The results obtained appear mixed. Some show an improvement in performance in the two or three years following the implementation of the operation (Chen et al., 2012; Espahbodi et al. 2010). On the other hand, others do not observe any significant improvement in performance during the years following the implementation of a workforce reduction (Munoz-Bullon and Sanchez-Bueno 2011). These results are mainly explained by the existence of hidden costs attached to the preparation and implementation of the workforce reduction.


[bookmark: _Toc34852737]             2.3 SWOT ANALYSIS OF ASDA

[bookmark: _Toc34852738]    Strengths-ASDA is the 3rd largest retailer in the UK, as of December 2019, it has 14.8% market share (Kantar, 2020) and has over 630 stores.
Famous for the variety of the products, ASDA services are ASDA Smart Price, Chose by You, George Clothing, ASDA Mobile, and ASDA Money.
Good Connect – ASDA maintains constant touch with their customers through social networking sites. It requests the customers to share their feedback; it conducts various competitions for the customers to relate to them and many more.
Acquisitions – ASDA has strengthened its brand by means of various acquisitions.
Various Store Formats – ASDA has various store formats like ASDA Supercentres, ASDA Superstores, ASDA Supermarket, ASDA Living, George Stores, ASDA Essentials, and ASDA Petrol.

[bookmark: _Toc34852739]Weaknesses- ASDA has positioning problems. Some critics argue that ASDA products are not as good as those of Waitrose and other similar brands e.g. Sainsbury’s. Likewise, it is not cheaper than discounters such as Aldi and Lidl. This is certainly not convincing for many customers.
Cost-cutting by downsizing creates serious problems for the employees.
Unclear market analysis puts ASDA in a bad position in front of the customers just before Christmas which leads to a lose in front of the competition.

ASDA is also closing 400 of its traditional meat and fish counters (Tesco pushed through a similar rationalization last year) and is replacing them with “Food for Now” areas selling foods such as piri-piri chicken, sushi and pies.
ASDA’s main competitors are well known outside UK, LIDL and ALDI have shops all over Europe.
[bookmark: _Toc34852740]Opportunities- More and more customers are shopping online in the UK; hence a great opportunity for ASDA to secure more marker share. The company can grow further by opening new stores and taking over smaller companies as it did with Focus DIY in 2011. ASDA converted five of six Focus DIY stores into supermarkets. 
ASDA can go beyond UK to explore other countries market and growth as well as opening more stores.
[bookmark: _Toc34852741]Threats-As is clear from the case study, ASDA main threats are the competitors (TESCO, LIDL, ALDI, MORRISONS, WAITROSE and CO-OP).
Price war with other existing retailers is a big threat to the company in online and in stores.
Brexit, the policies of the government keep changing, and this is, in fact, a huge threat to the business.
Downsizing and closing shops are also important threats for ASDA as the competitors are increasing sales fast and they can overtake them staff which are already trained and experienced in retail.



[bookmark: _Toc34852742]                    2.4 PESTLE ANALYSIS

[bookmark: _Toc34852743]    Political Factor-Unclear legislation after Brexit, taxes, prices, customer rights and a bad deal with EU can have severe impact for retail.
[bookmark: _Toc34852744]   Economic Factor
 In the past few years, UK was facing economic meltdown due to which there was high unemployment and purchasing power of customers was decreased. However, the situation is better now, unemployment is decreasing and purchasing power is getting better (Bentham, 2018).
Downsizing can have a big impact on the economy in areas where the stores are closed, people will lose them jobs and will have no money to spend.
[bookmark: _Toc34852745]   Social Factor
 In present time, people are busier and prefer one window shopping.  Therefore, they would like to shop from stores such as ASDA. ASDA offers easy to cook products (pizza, at reasonable prices which help the customers to remain on their budgets.
[bookmark: _Toc34852746]  Technological Factor
 The online food market of ASDA is increasing. The online food service is available to 88% of the population. 
 Technology can reduce costs, better quality and lead to invention. These developments can benefit consumers as well as the administrations that provide the goods. The technology can be used to support and win Asda's focus for saving money and keeping costs low by increasing the online sales, use the computers and the IT programs to do more jobs and employ less staff.
    Legal factors 
 These are related to the legal environment in which houses operate. In recent old ages in the UK there have been many important legal alterations that have affected houses' behaviour.
Minimum wage, employee dismissal, change of contract without employee concerns.
  Environmental factors
ASDA’s stores are environmentally friendly therefore the reputation in the eyes of the customers is at a high level.


                             3.0 CONCLUSION

    The principle objective is that ASDA needs to reduce cost to remain competitive in the market, in this manner accomplishing fulfillment in its procedure yet in addition, makes reference to human capital, data and innovations so as to contend with an authoritative correspondence that mirrors the quality and certainty that moves the business to customers. 
 For ASDA, it very well may be said that it has the administration and advancement of techniques, to arrive at customers, with its low value arrangements, giving economy to the family container. Moreover, ASDA has requirements to develop its human resource more so that ASDA can work efficiently even with less and reduced workforce and Store’s activities are restricted to reinforce its shortcomings and transform it into development openings.
  Decision to reduce the workforce, shows increase in the shareholder capital. More recently, research shows that workforce reductions are effective only when they are carried out proactively, by companies whose performance is growing before the announcement of the operation. Hence, as ASDA decides workforce reduction after getting bad financial results, would probably not benefit from workforce reduction.

                          
               4.0 OPTIONS

 The human resources department should set higher standards and change interview methods when hiring, it should look at skills like emotional intelligence, discipline, time management for the future employee. This will reduce the cost and increase the level of performance.

                                5.0 ACTION PLAN

  Start up and the correct positioning of brands, developing communication based these positions; generating new users and higher consumption; product development (new product variants) / concept development; Price differentiation by variants; business planning (establishing the activity strategies and principles); development of the commercial marketing department; control of expenses, expenses, investment.
 ASDA should try to expand to EU market and to introduce a new line of Romanian products into supermarkets, thus extending the range of international dishes put up for sale. Thus, the already known range of international products sold by the British retailer will contain products from eight new ethnic groups: Romanian, Mediterranean, Polish, Bulgarian, African, Caribbean, South Asia and Sri Lanka.
 Employing inexperienced people with lower wages can resolve the downsizing problem even if they will need to train them first.
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